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SUBJ: EXIMBANK VISIT TO POLAND, GOP ECONOMIC PRIORITY 

1. SUMMARY: IN A SERIES OE FRANK DISCUSSIONS WITH 

KEY ACTORS ON THE POLISH ECONOMIC SCENE, THE EXIMBANK DELEGATION, 
LED BY VICE PRESIDENT ALBRIGHT, REVIEWED IN DETAIL POLAND'S ECONOMIC 
SITUATION DURING A MARCH 7-8 VISIT. THE EXIM TEAM ALSO PICKED 
UP INFORMATION ON KEY INDUSTRIAL PROJECTS WHICH ARE IN THE PLANNING 
lOTAGE FOR 1978-80. END SUMMARY. 

2. THE EXIMBANK GROUP MET WITH KEY POLISH POLICYMAKERS, SUCH 
AS PRESIDENT BIEN OF BANK NARODOWY, PRESIDENT MALESA OF BANK 
HANDLOWY, VICE MINISTER OF FINANCE KRZAK, VICE MINISTER OF 
FOREIGN TRADE DLUGOSZ, 

AND PLANNING COMMISSION VICE CHAIRMAN OLESIK. THE SESSIONS SHED 
ADDITIONAL LIGHT ON THE OOP'S APPROACH TO THE ECONOMIC PROBLEMS 
IT FACES IN THE CURRENT FIVE YEAR PLAN. 

3. FOREIGN TRADE. THE POLISH OFEICIALS SAID THE CHIEF PRIORITY 

OF THE GOP IS TO IMPROVE THE STRUCTURE AND EXPAND THE VOLUME OF 
POLISH EXPORTS TO THE WEST. THEY AGREED THAT THIS WOULD NOT 
BE AN EASY TASK. ALL CITED THE AGRICULTURAL DIFFICULTIES 
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OF 1974-76, WITH THEIR EXTRAORDINARY IMPORTS OP PEEDGRAINS AND 
ARTIFICIAL FERTILIZERS, AS A MAJOR REASON FOR 

POLAND'S BALANCE-OF-PAYMENTS DEPICITS AND LARGE FOREIGN DEBT. 

THEY NOTED THAT MANY NEW FACTORIES FINANCED WITH WESTERN AND 
EXIMBANK CREDIT, WOULD BE COMING ON STREAM THIS YEAR AND THE NEXT. 
WHILE OPENLY ADMITTING THAT CONSTRUCTION DELAYS OF SOME KEY 
PROJECTX HAD THROWN THE REGIME'S EXPORT PLANS OFP SCHEDULE, MOST 
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BELIEVE THAT POLAND'S TRADE PICTURE COULD BE IMPROVED WITHOUT 
DRASTICALLY CUTTING THE DOMESTIC GROWTH RATE. 

4. CHAIRMAN OLESIK WAS PARTICULARLY OPTIMISTIC THAT 
HARD-CURRENCY IMPORTS COULD BE HELD AT CURRENT LEVELS- 
OR EVEN REDUCED- WITHOUT UNDERMINING THE REGIME'S COMMIT- 
MENT TO RAPID GROWTH. HE NOTED THAT THE ECONOMY'S 

STEEL AND CEMENT IMPORT REQUIREMENTS CAN BE CUT 
SIGNIEICANTLY BECUASE OE POLAND'S INCREASED CAPACITY 
IN THESE PRODUCTS. THE SWITCH IN EMPHASIS TOWARD MODERNIZING 
EXISTING EACILITIES RATHER THAN IMPORTING ENTIRE TURNKEY PLANTS 
WOULD ALSO KEEP DOWN THESE IMPORTS. OLESIK SAID POLAND'S 
PRODUCTION HAS GROWN ENORMOUSLY SINCE 1971 AND WOULD PERMIT 
SHARPLY INCREASED EXPORTS. HE THOUGHT COPPER AND COAL EXPORTS 
SHOULD CONTINUE TO GROW STEADILY UNTIL WELL INTO THE 1980'S. 

5. OLESIK OBSERVED THAT THE POLES HAD BEEN SUCCESSUL 

IN EXPANDING SOME CONSUMER-GOODS EXPORTS TO THE WEST 
EVEN IN FACE OE THE SEVERE RECESSION THERE. AS WESTERN ECONOMIC 
PEREORMANCE IMPROVES, THERE SHOULD BE EURTHER SCOPE EOR EXPANSION OF 
THESE EXPORTS. AGRICULTURE WILL PLAY A CRUCIAL ROLE IN DETERMINING 
HOW RAPIDLY THE GAP IN POLAND'S BALANCE OE PAYMENTS CAN BE NARROWED; 
IE HARVESTS ARE BOUNTIEUL IN 1977 AND 1978, HARD-CURRENCY TRADE 
SHOULD BE BROUGHT INTO ROUGH BALANCE BY THE END OE 1978. OLESIK 
SAID SIGNIEICANT SURPLUSES ARE PLANNED EOR BOTH 1979 AND 1980. 

6. EXTERNAL DEBT- MALESA, BIEN, AND KRZAK OEEERED 

NO NEW INEORMATION ON THE SIZE AND STRUCTURE OE POLAND'S 
EXTERNAL DEBT. THEY SAID THAT, WHILE IT WAS LARGE, THE CURRENT 
LIMITED OEEICIAL USE 
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LEVEL WAS NOT EXCESSIVE IN RELATION TO POLAND'S INDUSTRIAL 
POTENTIAL. IE EOREIGN SALES EXPAND AS PLANNED, THESE OFEICIALS 
EORESEE NO MAJOR DIFEICULTIES IN COVERING UPCOMING PRINCIPLE AND 
INTEREST PAYMENTS. IE EXPORTS DO NOT DO WELL IN THE EACE OE CONTINUED 
SLACKNESS IN WESTERN ECONOMIES OR WHAT THEY SEE AS GROWING TRADE 
PROTECTIONISM, IMPORTS COULD ALWAYS BE SLASHED TO 
RIGHT THE TRADE ACCOUNTS. THEY NOTED THAT THIS IS 
A POLICY POLAND HOPES TO AVOID, BUT ONE IT WOULD BE EORCED TO 
EOLLOW IE EXPORTS DO NOT INCREASE SIGNIEICANTLY THIS YEAR. 

7. POLAND'S BORROWING REQUIREMENTS WILL REMAIN LARGE 
IN 1977 AND IN 1978, ACCORDING TO VICE MINISTER KRZAK, 

BUT ARE EXPECTED TO DIMINISH THEREAETER IE FOREIGN 
TRADE MOVES INTO SURPLUS AS PLANNED. IN ANY CASE, 

THE ECONOMY'S CREDIT REQUIREMENTS WILL DECREASE, SINCE 
ONLY A EEW NEW MAJOR PROJECTS INVOLVING EOREIGN 
BORROWING ARE TO BE UNDERTAKEN UNDER THE REVISED PLAN. 

KRZAK AND BIEN EMPHASIZED POLANDS SPOTLESS 

RECORD IN REPAYING ITS DEBTS AND REAFFIRMED THE REGIME'S 
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INTENTION TO PRESERVE THE COUNTRY'S REPUTATION AS A DEBTOR 
TO BE TRUSTED. 

8. NEW PROJECTS- NEITHER CHAIRMAN OLESIK NOR VICE 
MINISTER DLUGOSZ WAS OPTIMISTIC THAT APPROVAL FOR 
THE GM TRUCK PROJECT WAS IMMINENT. OLESIK SAID THAT 
WHILE SOME IN THE GOVERNMENT FAVOR GOING 
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AHEAD WITH THE PLANT, OTHERS OPPOSE THE PROJECT BECAUSE IT WOULD 
NOT CONTRIBUTE TO SOLVING POLAND'S SHORT TERM DOMESTIC MARKET 
PROBLEMS. 

9. ACCORDING TO OLESKI, ONLY ONE OF FOUR BILLION-DOLLAR PROJECTS 
NOW BEING REVIEWED BY THE PLANNING COMMISSION, WILL LIKELY BE 
APPROVED. HE LISTED THE PROJECTS AS: A) A MAJOR SYNTHETIC-FBER 
COMBINE; B) FURTHER PETROCHEMICAL EXPANSION; C) THE GM TRUCK 
PLANT, AND D) A LARGE ALUMINUM COMPLEX. IN OLESKI'S OPINION, THE 
FIBER PROJECT IS THE MOST CRITICAL, SINCE POLAND IS ALREADY IMPORTING 
LARGE VOLUMES OF ARTIFICIAL FIBERS AND THE COST OF NATURAL-FIBER 
RAW MATERIALS IS STEADILY RISING. HE THOUGHT THE OTHER THREE 
PROPOSALS HAD MORE OR LESS THE SAME PRIORITY. DLUGOSZ STRESSED 
THAT APPROVAL OF ANY MAJOR NEW PROPOSALS WOULD DEPEND ON THEIR 
MEETING THE FOLLOWING CRITERIA; A) FINANCING OF 100 PERCENT OF 
FOREIGN EXCHANGE COSTS; B) PROVIDING SUBSTANTIAL HARD CURRENTY 
LOANS TO COVER COSTS, AND C) INCLUDING CONVERTIBLE CURRENCY 
EARNINGS GUARANTEES SUFFICIENT TO SERVICE THE PROJECT'S DEBT 
REPAYMENTS. 

10. TRADE RELATIONS WITH THE US- MOST OF THE OFFICIALS, 
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BUT ESPECIALLY OLESIK, DLUGOSZ, AND KRZAK, BROUGHT UP 
THE ISSUE OE US TRADE BARRIERS. KRZAK NOTED THAT 
LIMITED OEEICIAL USE 
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THE 1976 TRADE DEEICIT WITH THE US WAS POLAND'S 

LARGEST. HE WARNED THAT THIS SITUATION COULD NOT 

PERSIST INDEFINITEEY. A LARGE PORTION OP POLAND'S 

UNPAVORABLE DEEICIT WITH THE US IS THE RESULT OP 

EXPENSIVE PEEDGRAIN IMPORTS, AND IP BETTER CROPS ARE PORTHCOMING 

THIS YEAR AND IN 1978, THE GAP IN US-POLISH TRADE WOULD BE CLOSED 

SOMEWHAT. 

1 1 . KRZAK SAID THE GOP IS DISSATISFIED WITH THE GROWTH IN POPISH 
EXPORTS TO THE US. PRODUCTS OP THE LIGHT INDUSTRIAL SECTOR, SUCH 
AS TEXTILES AND SHOES, HAD DONE VERY WELL, EVEN WITH THE US IN 
RECESSION. PROCESSED AGRICUETURAL PRODUCTS HAVE ALSO BEEN WELL 
RECEIVED BY US CONSUMERS. BUT MANUPACTURED PRODUCTS, SUCH AS 
GOLP CARTS, HAD MET WITH MANY DIPPICULTIES IN THE US. KRZAK 

SAID AGAIN THAT, UNLESS SALES TO THE US COUED BE INCREASED, 

IMPORTS PROM THE US WOULD HAVE TO BE CUT SHARPLY. HE HOPED THAT 
THIS COULD BE AVOIDED, BUT EVERYTHING DEPENDED ON THE SUCCESS OP 
POLISH EXPORTS. 

12. EXPORTS TO HARD CURRENCY COUNTRIES ARE TO GROW 
BY 93 PERCENT UNDER THR REVISED 1976-80 PLAN, WITH AN 
INCREASE OP 30 PERCENT IN 1977 ALONE. KRZAK ADMITTED 

THAT THIS WOULD BE A DIPPICULT ASSIGNMENT POR THE EXPORT SECTOR, 

BKM WAS HOPEFUL THAT INCREASED EXPORTS OF COPPER, COAL, FERTILIZERS, 
CHEMICALS, AGRICULTURAL PRODUCTS, TEXTILES, AND SHOES WOULD ENABLE TH 
E 

POLES 

TO REALIZE THEIR GOAL, ESPECIALLY IF COMMODITY-PRICE 
TRENDS REMAIN FAVORABEE. KRZAK SAID THIS HAD NOT BEEN THE 
CASE IN 1976; POLISH HARD-CURRENCY EXPORTS HAD INCREASED IN VOLUME 
BY 17-18 PERCENT, BUT FALLING 

PRICES HAD RESUETED IN AN INCREASE IN REVENUE OF ONLY 8 
PERCENT. 

13. COMMENT: POLISH OFFICIALS WERE CANDID IN THEIR DISCUSSIONS OF 
CURRENT ECONOMIC PLANS. THEY ADMITTED THAT GETTING THE POLISH 
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ECONOMY BACK ON THE TRACK WILL NOT BE EASY. AS THE SAME TIME, 

IN FORMULATING THEIR AMBITIOUS EXPORT GOALS, THE EEADERSHIP IS 
CLEARLY BANKING ON A RESURGENCY OF ECONOMIC EXPANSION IN THE 
WEST. 
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IF THE WESTERN ECONOMIES REMAIN SLUGGISH AND PROTECTIONISM 
INTENSIFIED, IMPORT LEVELS MAY HAVE TO BE SLASHED BY MORE THAN IS 
NOW PLANNED.END COMMENT. 

DAVIES 
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